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Cotton  consumption  in  the  United  States  has  fluctuated 
between  5  and  8  million  bales  per  season  since  1913-14.  both 
of  these  extremes  occurred  within  the  last  ten  years.  this 
season  domestic  consumption  is  expected  to  exceed  8-1/2 
million  bales.  factors  contributing  to  this  prospective 
record  high  level  of  cotton  consumption  incluoe  the  general 
improvement  in  industrial  production,  increased  factory  em- 
ployment, larger  consumer  purchasing  power,  and  large  govern- 
ment purchases  of  cotton  textiles  for  national  defense  pur- 
POSES. 
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THE      COTTON     SITUATION 

Summary 

The  seasonally  adjusted  index  of  cotton  consumption  in  the  United 
States  rose  to  an  all-time  high  of  135  percent  of  the  1935-39  average  dur- 
ing November.  The  actual  quantity  of  cotton  consumed  (7^,000  hales),  how- 
ever, was  slightly  smaller  than  in  March  1937  and  October  19^0.  The  differ- 
ence was  more  than  offset  "by  seasonal  adjustments  and  the  smaller  number  of 
working  days  in  November.  Domestic  manufacturers1  backlog  of  orders  is  still 
large  even  though  production  has  exceeded  manufacturers'  sales  of  unfinished 
goods  in  each  of  the  last  6  weeks.  Mill  activity  is  expected  to  continue  at 
about  the  present  level  for  the  next  few  weeks ■   If  the  current  rate  of  con- 
sumption continues  throughout  the  remainder  of  the  reason,  consumption  for 
the  season  will  mat  .rially  exceed  g— 1/2  million  bales.  The  previous  record 
high  of  just  under  8  million  bales  was  established  in  1936-37* 

Exports  continue  to  bo  about  four-fifths  below  those  of  the  same 
•oeriod  a  year  earlier,  end  for  the  first  one-thirl  of  the  current  season 
totaled  l^ss  than  in  the  corresponding  months  of  any  season  since  1S73 • 
Exports  from  Brazil  through  October  were  reduced  loss  then  one-third  below 
those  of  the  same  -period  a  year  earlier.   Brazil  has  already  exported  nearly 
twice  as  much  cotton  to  Canada  this  season  as  it  shipped  to  that  country 
during  all  of  last  season.  American  oxoorts  to  Canada  have  been  only  about 
ho   percent  of  what  they  were  .-.  year  aarlior* 

Prices  of  American  and  Brazilian  cotton  at  home  and  abroad  were 
little  changed  on  December  20  from  what  they  had  been  U  weeks  earlier,  but 
Indian  cotton  at  Bombay  declined  one  cent  and  Egyptian  cotton  at  Liverpool 
underwent  a  decline  of  one-half  cent  per  pound. 
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Mill  activity  in  the  United  Kingdom  has  "been  fairly  well  maintained 
so  far  this  season  despite  certain  adjustments  in  the  industry  to  meet  war 
conditions.  Mill  activity  in  Canada  continued  high  into  Decemb  ;r,  hut 
Japanese  mill  activity  has  gradually  decreased  in  an  attempt  to  bring  pro- 
duction in  line  with  current  sales  of  textiles  and  thereby  prevent  furtb  r 
accumulation  of  stocks. 

—  December  27,  13^0 


As  a  means  of  making  The  Cotton  Situation  Of  greater  use 
to  its  readers,  a  larger  number  of  tables  containing  basic  data 
will  be  included  at  the  back  of  the  issues.   These  tables  will 
be  designed  primarily  to  supplement,  or  to  bring  to  date,  the 
tables  contained  in  "Statistics  on  Cotton  and  Related  Data'J,  a 
120-page  processed  report  released  in  December  1939°   Copies  of 
the  latter  report  may  be  obtained  by* writing  to  the  Division  of 
Economic  Information,  Bureau  of  Agricultural  Economics f  Wash- 
;   ington,  D.  C. 


PRICES 

United  States:   S^ot  pnd    futums  pr  i ce s 
remain  steady 


Spot  and  futures  prices  remained  steady  during  late  November  and 
December.  During  this  period  the  average  price  of  Middling  15/io  inch 
cotton  in  the  10  designated  markets  fluctuated  within  rather  narrow  limits. 
The  low  point  for  the  month  of  3»~fl   cents  was  reached  on  November  ~jQ,   end 
the  high  point  of  3»92  cents  was  reached  at  the  close  cf  the  first  week  of 
December.  On  December  ?6  the  average  price  was  9»S-^  cents.   This  is  1»02 
cents  lower  than  on  the  corresponding  day  last  season*  Futures  prices  at 
New  York  showed  general  but  very  slight  gains. 

Liverpool  prices:  American  cotton  steady; 
Indian,  Brazilian  gain;  Egyptian  declines 


On  December  20  the  price  of  American  Mid.fi ling  cotton  at  Liverpool  was 
O.O9  cent  higher  then  on  November  22.  During  the  same  period  Indian  Dine 
Oomra  increased  one-fourth  cent  per  pound,  and  Brazilian  Sao  Paulo  gained 
nearly  one-fifth  cent.  As  a  result  the  spread  between  American  and  Indian 
cotton  narrowed  and  prices  of  Brazilian  cotton  at  Liverpool  equaled  or  ex- 
ceeded those  of  American  cotton  throughout  the  month.  The  price  of  Egyptian 
cotton  underwent  a  decline  of  almost  one-half  cent  per  pound. 

During  the  5  weeks  ended  December  20  the  spread  between  the  price  of 
American  Middling  at  Liverpool  and  at  New  Orleans  ranged  from  -+.09  cents  to 
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U.33   cents  per  pound;    on  December   20   it  was  *',2o   cent--,   compared  with  O.98 
cent   in  August  1933*     ^^e   spread  in   the  price  of  Indian  cotton  "between  Bom-' 
Day  and  Liverpool   increased  from  3*93  cents  on  November   22    co   5«i3   cents  on- 
December  20,   when   the   spread  was  2-1/3   times  as  great  as   in  August   1939* 

EXPORTS 

American   cotton:      Exports  cf  American   cotton 
80  percent   lo^er   than   in   l^"^ 

Exports  of  American  cotton   totaled   l-!-n.,00C  bales  during  November 
compared  with  195*000  hales   last  month  and   '^4.00')  bales   in  November   1939 • 
For   the   first  4  months  of   the   current   season  exports   totaled  495*000  hales, 
or  only  21  percent  of  the  exports  during  the   corresponding  period  last 
season  and  the  lowest   total  since   1873»     Of  the   exports  during  the  first  4 
months  of   this   season,    approximately   throe-fifths  went   to    the  United  King- 
dom.     This   included  about   120,000  bales   of  barter   cotton. 

Official  data  are  not  yet   available   on   exoorts  during  December,   but 
reports  from  the  New  York  Cotton  Exchange   show  a  total  of  88,000  bales  dur- 
ing  the   3  weeks  ended  December   19*      Of   this   amount  4-1,000   b&l&s  trefct  to 
Russia,    21,000   to   Canada,    16,000   to  Great  Britain,    and  2,000  to  both  Japan 
and  China. 

Egypt:      Destination  of  Egyptian  cotton 
exoorts  no   longer  released 

A  cable   recently  received  from  Eg; pt   indicates    that  beginning  in 
November   the  destination  of   cotton   exports  will  "10    longer  be   reported. 
Total   exports  per  month  are    still  available,    and    they  reveal   that  7 15 j 000 
bales  were  exported  during  November  compared  with  4-5,000   in  October  end 
185,000  in  November  I939.     The   total  from   August   through  November  of  207,000 
bales   of   cotton  was   two-   thirds   smaller   than  for   the   same  months   last    season, 

Brazil:     Exports   lower   than  a  .70 ar  earlier  but 
relatively  larger  than  American 

During  the  first   3  months  of   the   current   season,   Brazil  exported 
237,000  bal^s  as   compared  with   34-6,000  bales  during   the   corresponding  per- 
iod  last   season.     Though  smaller   than  those   of  a.  year  ago,   Brazil's  exports, 
are   relatively  larger  than  those  from  most  other  important  exporting  coun- 
tries.     Japan  has  been   the   largest   customer  this   season,    taking   122,000 
bales   throng!.  October.      China  is  next  with  40,000  bales,    followed  by  Canada 
and  the  United  Kingdom  with  39,000  ".ad   29,000  bales  respectively.     During 
the  remainder  of  the   season,    exports  from  Brazil   to   the  United  Kingdom  will 
probably  be    larger  as   a  result   of  an  agreement   reportedly  reached  recently 
by  the   Wellingdon  Commission  and   the  Brazilian  Government    to  "provide   rather 
large  monthly  quotas   of  Brazilian   cotton  for   import   into    the  United  Kingdom. 
As  may  be   seen   in   the   table  on  Brazilian   exports  which  appears  near   the  end 
cf   this   issue,   by   the   end   of  October  Brazil  had   exported    .almost   twice   as 
much  cotton   to   Canada  as  was   exported   to    that   country  during  all  of  last 


season. 
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DEMMID  AND  C0HSI3MFTI0U 

United  States:      Domestic   consumption  continues   highj 
mill  activity  maintained  through  Chrisi'r.ias   season 

During  November,   cons\).mption  of  raw  cotton  totaled  744,000  bales   as    coin- 
pared  with   771,000  bales    in  October   and  719,000  bales   in  November  1939.     This 
raised  the  total  consumed  in  the  United  States    during  the  4  months   ended 
November   1940  to  2,809,000  bales   compared  with   2,660,000  bales    during  the  cor- 
responding  period  last   season.      Both  the  November  consumption  and  the  total 
consumption  for  the  4  months  were   higher  than   in  any  corresponding  period  on 
record. 

The   decrease   over  October  was  more  than  offset  by  the   smaller  number   of 
working  days   in  November,   with  the   result  that   the   seasonally   adjusted  index 
cf  cotton  consumption  stood  at  135   percent   of  the   1935-39  average.     This    is 
from  9  to   11  points  higher  than   in  October   1940   or   November   1939,   and  6   points 
above  the  previous  record  high   of  June   1933. 

The  backlog  of  unfilled  orders   is   apparently  still    quite   large   despite 
the  fact  that  for   6   successive  weeks  manufacturers'    sales   of  unfinished  tex- 
tiles have   lagged  behind  production.     Trade  comments   indicate  that  mill  activ- 
ity continued  high  through  the   first   3  weeks    of   December,   with  most  mills   plan- 
ning to   resume    operations    on  December   26   instead  of  taking  the  longer  vacation 
which   is  customary  in  the   industry.      If  the  present   level  of  consumption  con- 
tinues,   it   appears   likely  that   a  new  high  record  of   at  least   8-l/2  million 
bales  will  be  made  this   season. 

Canada;     Canadian  mills    operating   at  high 

level  but  their  backlog   cf  orders   decreasing 

Reports   from  Canada  indicate  that  mill   activity  continues  at  a  near- 
record  level,  but  there   are   some    indications   that  the  backlog   of  orders  through* 
out  the   industry  is  becoming   smaller.      In  some   cases,   mills   are  thought  to 
operate   on   current   orders.     Nevertheless,    it  is  believed  that   additional  mili- 
tary orders   will  be   sufficient  to  hold  the  rate   of   production  somewhere  near 
the  present   level   for  some  time   to   come.      It   is   thought  that   stocks   of  American 
cotton  decreased  by  about    one-half  during  the   last   3  months    and  that   Brazilian 
stocks   increased. 

Canada  continues  to  take  much  greater   quantities    of  Brazilian  cotton 
than  formerly,  most   of  it  at  the  expense  of  the  American  staple.     In  the  middle 
of  November  American  cotton  was   priced  nearly  2   cents   per  pound  above   Brazilian, 
with  the  result   that  there   is   little    interest   in  purchasing  American  cotton. 
This   is   true  despite  some  narrowing  of  the  price   spread  between  the  two  growths 
in  recent  months. 

Activity  in  lines   of  textiles   other  than  cotton  is   also  much  greater 
than   formerly.     Most  synthetic  fiber   plants  were   reported  to  be   operating  at 
full   capacity,    and  it   is  reported  that  by  next  fall  a  l-l/2  million  dollar 
Nylon  plant   on  which  construction  is  to  start   in  the   spring  is   scheduled  to  be 
in  operation.      It  is    expected  that  the  increased  production  of  various 
synthetic   fibers  will  enable  Canada  to   curtail  the  imports    of  silk,  most   of 
which  is  now  obtained  from  Japan. 
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Uritcd  Kingdom;     Production  maintained 
despite  adjustments   in  industry 

Mill  activity   in  the  United  Kingdom  during  the  past  month  continued  at 
about  the   same  rat3,   despite   the   fact  that  considerable  readjustment   in  the 
industry  has  been  necessary   from,  time   !^o  time  as   a.  result   of  war  conditions. 
There  has  been  considerable   shifting  away  from  the  use  of  American  cotton,    ond 
it   is  possible  that  this   shift  may  continue ■     The  Wellington  Commission  has 
reportedly  reached  an  agreement  within  the  pest  month  with  the  Brazilian 
Government  for  rather  large  monthly  import   quotas   of  Brazilian  cotton.     Similar 
negotiations   are   in,  progress  with  the  Governments   of  Argentina  and  Peru,  but 
it  is  not  yet   evident  what  the  outcome  will  be» 

The  shifting  from  American  cotton  to  other  growths,   particularly  those 
with    somewhat  different  fiber  characteristics,  tends  to  reduce  the  efficiency 
of  spinning   equipment*'    Another  factor  which  has  hampered  production  has  been 
the    shortage  of  juvenile  labor  in  some   lines   of  the    spinning  industry ■     In 
spite   of  these  difficulties,    however j  the  British  mills  have  been  able  to 
maintain  their   level   of  production. 

As  was  pointed  out  2  months   ago,    domestic  consumption  of  textiles  in 
Great  Britain  is   limited  by  governmental  action.      For   a  6-months  period  which 
began  October   1  sales  for  civilian  use-  of  cotton  and  linen  products  are  re- 
stricted to  from  25  to  37-1/2  percent  of  those  during  the   corresponding  period 
a  year  earlier.     The  use  of  rayon  products  was   United  to  66-2/3  percent. 

Orient:     Brazilian  cotton  sells  in  larger   . 
quantities  than  American  in  Orient 

Reports  received  from  Shanghai   indicate  that   229,000  bales  of  cotton 
were   imported   into  China  during  the   period  August  through  October  as   compared 
with  289,0.00  bales   during  the   same  3  months   last   season.     Of  the  amount  this 
season,   6  percent  was  American  cotton  compared  with  4  percent   in  the   like 
period  last  year.      In  contrast  with  this,    India  supplied  58   percent    against  46. 
Brazil  supplied  34  percent  this    season,   but   comparable   data  for    last   season 
are  not   available.     Practically  no  Egyptian  cotton  was  received  this  year,    as 
compared  with  1  percent   last  year.     The  Japanese  mills   in  Shanghai  and  the  oc- 
cupied areas   of  China  are  running   at  a  very  lev/  rate  of  production,  whereas 
the  Chinese  mills  at  Changhai  end  unoccupied  areas   are  running  near  capacity, 

Japan  is   continuing  to   decrease  mill  activity  in  the   hope   of  bringing 
production  in  line  with  current   demand  for   textiles.     This   is   especially  de- 
sirable  from  the  standpoint   of  Japan,    in  view  of  the  extremely  large  stocks   of 
cotton  textiles  and  the  restrictions  prohibiting  the   sale   of  goods  produced 
entirely  from  cotton  on  the   domestic  market.     The  consumption  of  American 
cotton  in  Japan  is    quite   low  this   season,    and  there   seems   little  prospect   of 
improvement   for    some  time   to   core.      The   large  stocks    of  textiles   containing 
American  cotton  are   sufficient  to  enable   Japan  to   fill  most   orders   for  textiles 
containing  American  cotton  from  stocks   rather  than  from  current  production. 
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ACREAGE,    FPODTTCTTGtf,   STOCKS,   AND  SUP!  LY 

American  cotton:     1940   loan  cotton  exceeds 
2-1/2  million  bales 3  yield  per  acre  high 

Since  the   1940  loan  was   announced  on  August   9,  tl  0   average   spot  price 
of  15/16-inch  cotton  in  the   10  designated  markets  has  exceeded  the  lean,  rate 
of  9.3  certs    (straight   average  of  loan  value  for   Middling  15/16   in  the   10 
markets)   by  amounts  ranging  ud  to   0.75   cent   per   pound  except    for    1   day  when 
the  spot  price  was  below  the  loan  rate.     Nevertheless,    over   2-1/2  million 
bales   of   cotton  had  been  pledged   as   collateral   for  Government   loans  through 
December  23.     The   loans   on  this   cotton  totaled  125  million  dollars. 

The   December   1  estimate  of   cotton  production  in  the  United  States   was 
12,636,000  bales    (of  470  pounds  net  weight).     This   is  lower  than  either   of  the 
previous  three  monthly  estimates,   but   it   is   well  above  the  estimate  ma.de 
August    1.     The   decrease   from  the   past  month  of  161,000  bales,    or  1   percent, 
was  the  result   of  a  decrease   in  the  estimated  acreage  which  will  be  harvested 
this    season  rather  than  in  a  reduction  in  the   estimated  yield  per   acre,    for 
the  yield  figure  was    increased  slightly  to   252.4   pounds.      If  this   yield  is 
realized  it  will   be  the   second  highest    on  record,   exceeded  only  by  that    in  1937. 

Foreign  countries:     Estimate   of   cotton  production 
in  southern  Brazil  unofficially  revised  upward 

It   is    reported  that   Brazilian  trades   people   expect   cotton,  production  in 
southern  Brazil   for   the   1939-40  marketing   season  to  total  about   1,522,000 
bales    (of  478   pounds   net  weight),     This    increase   of   155,000  boles   over  the   of- 
ficial estimate  made   in  August   is    largely  the  result   of   exceedingly  favorable 
weather  during  the  latter  part   of  the   season.     A  reduction  of  91,000  bales  has 
been  made   in  the  estimated  production  in  the  1940-41  season  of  northern  Brazil, 
where  the   crop   is  reportedly   "spotty"   in  both  quality  and  quantity.      There   is 
some  talk  that  the   low:  prices   and  poor    quality  found  to  prevail   in  northern 
Brazil  may  result   in  considerable   quantities  being   left  unharvested. 

Planting  was   delayed  in  Sao  Paulo,  where  most    of  the   crop  of  southern 
Brazil  is  grown.,  because  of  dry  weather,   but   it  has  progressed  rapidly  follow- 
ing rains    in  the   latter  part   of   October.     An  estimate  based  largely  on  the 
distribution  of  planting  seed  by  Government   agencies   indicates  that  the   plant- 
ings   in  that   area  may  be   10  or   15   percent   larger  than,  last  year's  total  of 
2,839,000  acres. 

The   second  official  estimate  Of   1940-41  Egyptian  cotton  production  which 
has    just  been  received  places  the  crop  at   1,922,000  bales    (of  478   pounds  net 
weight),  which  is   100,000  and   200,000  bales,   respectively,    larger  than  the 
production  last   season  and  the  year  before. 

A  recent  cable    from  Argentina  reported  the  final   official  estimate   of 
the   1939-40  crop  to  be    362,431  bales    (of  470   pounds  net  weight)   produced  on 
727,727   acres,   giving   an  average  yield  of   238,1  pounds   per  acre. 
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Table  2.-  Cotton:     Spot   price  per  pound  and   spread  between  prices  in  specified 
markets,   10-year  avenge   1937-28  to  1936-37  and  1936-37  to  rate 
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1/ 
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Centjs 

Cents 

Paulo  V: 
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4 .  25 
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3/ 

6.73 
6.51 
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5.en 

37 
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8    .. 
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3.  S3 
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3'' 
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3.  S3 

*-V 
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29    .. 

9.84 
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3/ 
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4.00 

3/ 

6.90 

7.17 
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Dec.    6    .. 

9.99 
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3/ 
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4.43 

3/ 
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13    .. 

9.95 
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—  i 
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7.21 

7.00 

20    .. 

9.86 

4.28 

6.04 

5.13 

5/ 

3/ 

3/ 

Pr 


ices   at  New     Orleans  are  from 


..cords  of  the  Agricultural  Marketing  Service.  Prices 
at  Bombay  are  from  Boribav  Cotton  Annual  and  Financial  News  through  August  ±940; since 
then  from  New  York  Cotton  Exchange  reports.  They  were  converted  from  rupees  per 
".andy  of  764  pounds  at  current  rates  of  exchange  (buying  rates  in  recent  weefcsj 
reported  by  the  Federal  Reserve  Board. 


as 


ruaxv  11  to  date   at   composite   averages   of  official  and   free  market   rates;    except 
?rom  November  16,    1937  through  April  10,    1939  when  free  market   rates  were  used. 
Prices  at  Alexandria  are  from  the  Monthly  Bulletin  of  Agricultural  and  Economic 
Statistics.     Prices  were  converted  from  tallaris  per  cant ar  ft  current  monthly  rate 
<tt  exchange  through  August    1939;    since   September  1939   converted   at   official  rate  or 
exchange.      'taierican  prices  in  the  United  States  based  an  gross  weight ,   all  P±"es  10 
foreign  countries  based  on  net  weight.     1/  Sas preceding  table  for  prices  at   Liver 
pool  and  Osaka.      2/     Based   on  average  price   for    10  months       The   10-month   averse 
price   at  New  Orleans  was  8.91  cents  and    at  Bombay  was  6.48  cents,      sj  hot   avandu,,. 
_4/      I'x'oliiTii  nnry. 
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Table   3.-  Cotton:      Exports    from  specified  countries,    average   1929-30 

to   1938-39,    and  seasons   1938-39   to   date 
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